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Abstract 
The activities of multinational companies (MNCs) in the host country are considered in scientific literature an 
element that is stimulating economic growth. This is the reason authorities of former communist countries 
attempted to stimulate the entry of foreign direct investments (FDI). This paper will focus on the effects of MNCs 
presence in the host country, mainly on the employment rate. This issue is important because, beginning with the 
change of the political regime, Romania has undergone a transformation of its productive structures. These 
changes were often accompanied by the reorganization of large state enterprises, which were old and oversized. It 
led to the discharge of a large number of their employees. In these conditions can one ask to what extent MNCs 
played a role in creating new jobs in Romania? In order to answer this question, we used the results of our 
survey, which used as subjects the French multinational companies established in Romania. 
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1. Introduction 
For the Central and Eastern European transition economies (CEECs), the liberalization of the foreign direct 
investments (FDI) achieved after the fall of the communist block was perceived as an enormous opportunity for 
growth and prosperity (Brittain, 1995). The inflows of foreign capital in these countries were perceived as 
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bearing potential beneficial effects, as an instrument capable to introduce specific market economy behaviour, 
while improving the specialized local production factors, the carriers of competitive advantages.  
After the fall of the Berlin wall, the FDI entries to CEECs grew considerably. The inward FDI flows received 
by this group of countries had increased from 2,5 billions dollars at the beginning of their transition period to 
66,5 billion in 2007 (according to the statistics of UNCTAD, WIR 2008). This tendency represented the logical 
result of liberalization process in these countries, liberalization which is one of the most important reforms 
realized in the context of their systemic transformation after 1990.  
Nevertheless, beginning from mid 2008, the effects of the world crisis began to be felt also in the case of the 
CEECs.  Major FDI inflow reductions took place starting mid 2008 in CEECs, too. As underlined by Kolasa et 
al. (2010), the investors had adopted a “wait and see” strategy, postponing their development plans, in order to 
see how things would evolve. It must be said that not all CEECs were affected in the same measure: while in 
some countries there was a slight increase of FDI inflows, others were hardly hit by the crisis. A statement is, at 
this point, imperative: an uneven distribution of the FDI already existed between the CEECs even before the 
global crises. Indeed, in spite of the fast growth of the FDI inflows in these countries, it is important to notice that 
the 590 billion dollars received in the form of FDI between 1991 and 2008 have been unequally distributed 
among the countries of the zone, although they had similar conditions at first. By analyzing more complex 
indicators that take into account the economic weight of the host country (like the FDI stock per capita) it can be 
seen that next to countries as Estonia, Croatia, Hungary, Czech Republic, which knew how to attract important 
amounts of FDI, there other countries like Romania or Bulgaria, marked by relatively weak performances. 
Although the empirical studies often lead to contradictory results, the role of the FDI in the local performance 
and growth, particularly for the developing economies, is the subject of an abundant literature. Also, if they are, 
in certain situations, difficult, even impossible to be measured, the beneficial impacts of the FDI are often 
mentioned (Masron et al., 2012; Uttama, 2012; Herzer et al, 2008; Beugelsdijk et al., 2008; Smarzynska et 
Spatareanu, 2005; Lall, 2002, Reisen et Soto, 2001; Lall, 2000; Borensztein et al, 1998). It is possible to state that 
if the value-added created by the foreign investment is higher than the share which is allocated to the investor, the 
social profit is higher than the private profit (Meier, 1995). This part, which generates incomes for the host 
country residents, contributes to the growth of the national income, by increasing the employment of national 
workforce and national capital (the main factors of production of the host country). 
Because Romania is not one of the great receivers of FDI in the region, we were interested to identify which is 
the role played by the FDI inputs in the Romanian economy. The purpose of this paper is to undertake a relevant 
analysis of the MNCs influence on Romanian employment. For this reason, we began analysis with a synthetic 
preview of the FDI impact on local employment, followed by the presentation of our survey about the case of 
French MNCs in Romania. 
 
2. FDI effects on local employment 
 
The role of the FDI in the employment creation proves to be important especially for the developing and 
transition countries. In their situation, the increase of employment appears among the top priorities of the national 
economic policy, mainly because of the unemployment generated by the moral depreciation of their productive 
capacity. MNCs are important employers; consequently they are attractive because they are perceived as an 
important factor for diminishing existing unemployment. According to the UNCTAD (2002), the number of jobs 
created by the subsidiary of MNCs grew steadily during the last years, as well in the industrialized countries as in 
the developing countries. For the latter group of countries the achieved growth was even higher.  
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However, there are great disparities between the receiving countries. Thus, in the case of the developing 
countries, the participation of the MNCs in total employment differs from one area to another (UNCTAD, 1999).  
Nevertheless, the statistics, for the countries where they are available, do not give additional information, 
which could be used in order to understand, for example, if the employment provided by the MNCs is a 
complement or a substitute for the domestic employment. To answer this question, one should know if these jobs 
are added to those already existing, and how much is due to the acquisition of the existing companies. 
The MNCs act on the local employment in various manners, according the implantation form: greenfield or 
acquisition. They also influence the level of employment by technology transfers and diffusion, which improve 
the productivity and the labour remuneration, but destroy less qualified employment. If the FDI came in the form 
of new investment, the impact is positive: the affiliated company is generating employment. Of course, the width 
of the quantitative impact depends on several factors, such as: the size of the subsidiary company and the sector’s 
characteristics, such as: more or less labour intensive, level of technology, intensity of competition). MNEs are 
often bigger in size than the national enterprises. Because of their bigger size, they already become more 
significant employers. However, when MNEs have a strong technological intensity and are more productive than 
the local enterprises, the created employment could be lower if one compares it with that of a similar local 
enterprise.  
When the entry of FDI is carried out in the form of acquisition, often dependent on a privatization of a public 
company, the impact on employment is not easy to identify. The acquisition of an existing company does not 
create jobs, at least in the initial stage. Most of the time, the acquisition is accompanied by an employment 
reduction. The lay-offs which are related to acquisition are the result of restructuring the bought units, also due to 
the MNC headquarter’s strategy of avoiding replication of certain activities in two different places (headquarter 
& affiliates). In the long run, this negative impact can be counter-balanced by the increase of competitiveness, as 
a result of the improvement of effectiveness of the bought production units, and thereafter, by later recruiting. In 
the same time, the acquisition of a company in difficulty, which is then reorganised and which preserves also its 
employees, exerts a positive impact on the economy. In this case, the positive impact of the FDI is positive, 
because it coincides with keeping a part of employment already existing. 
In the case of the industrialized countries, ”fusion and acquisitions” represents the principal method for FDI, 
being invariably accompanied by employment suppressions, after their establishment, or in time (UNCTAD, 
1999, Lall, 2002). While the impacts on the developing countries are not so well identified, the acquisition of a 
local company in bankruptcy, which brings its reorganization, helps to preserve employment. However, its 
process of reorganization is often accompanied by lay-offs. Nevertheless, it is advisable to specify that this 
impact is not specifically related to the FDI. The local investors would have proceeded in all probabilities of the 
same manner, in order to make their investment profitable. In such a situation, the difficulty is related to the 
distinction between the employment destruction due to the elimination of an oversized manpower, inherited from 
the previous owner, and those related to unit reshaping in a framework imposed by a functional market economy. 
In the case of the CEECs, a great part of the FDI arrived due to privatizations (UNCTAD 2000). For this 
group of countries, the launching of the program of privatization was, at least at the beginning of the years 1990, 
a strong motivation for the FDI. The State-run assets were, at that time, large, not-profitable and obsolete colossi, 
characterized by over-staffing (Mickiewicz and Al, 2000; Gomez-Ibanez, 2007). Being unable to increase their 
profit, these companies increased their size due to political motives, such as providing jobs for all potential 
workforce. That was a communist ideology main feature, and was applied by the state authorities. After 1990, 
due to several reasons, including the arrival of FDI, their reorganization was started, accompanied by important 
lay-offs. It is stressed that the impact on the CEECs is even stronger than that recorded in other developing 
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countries. In the CEECs, the sectors which would be restructured were more numerous and unprofitable due to 
the delayed actions to make them profitable. So, while in the case of East Asian and South American developing 
countries the private sector held already part of the economy and attempted to make it profitable, in the CEECs 
the private sector were almost non-existent. Therefore, in their case, the employment destruction was more 
important in CEECs than in other developing countries. 
The analysis of the FDI impact on Romanian employment proves to be a complex task, because of the 
interference of other factors in the evolution of this variable. First of all, the extent of the reorganization 
scrambles the analysis, because it is impossible to distinguish between the destruction of employment related to 
reorganization generated by the political regime change and those generated by the FDI presence. Then, the 
impact of the FDI on employment is influenced by the headquarter’s managerial strategy and by the advantages 
of localization offered by the receiving economy. Thus, the created job is more important and more durable when 
the investor is attracted by the domestic market that is when it follows a “market seeking” strategy (Dunning, 
1993). If FDI is motivated by the access to cheap resources, like an abundant workforce (“resource-seeking”) 
strategy (Dunning, 1993), the impact will be less lasting, because these resources could vanish in time. Thus, 
meanwhile the local workforce becomes increasingly qualified and more expensive, the FDI will prefer to 
delocalize towards other zones, more attractive from a cost point of view, if the fixed cost of localization is 
sufficiently low to allow the closing of the affiliate. Lastly, it is also advisable to integrate into reasoning the 
qualitative aspects. A negative balance in volume might hide a positive evolution on the plan of the labour 
qualifications, which determines the productivity and the growth. The MNCs strategic managers rather seek the 
access to the complex resources, among which figures well educated and qualified labour. In this case a change 
will appear: instead of producing good with low added value and strongly intensive in labour, MNCs are 
interested to produce goods with strong added value, created by intensively use of qualified labour. So, the 
MNCs are more and more attracted by the quality of the labour, its current competencies and skills, and its 
potential for professional development due to training activities. These are considered by the top managers of a 
MNC as strategic resource, able to create and maintain a longer lasting, more durable competitive advantage. The 
capacity of absorption of the host country plays in this situation a very important part in jobs creation by the 
MNCs. The jobs created are more important from the qualitative point of view, especially in the case developing 
countries, such as CEECs which usually were offering a non-expensive and highly qualified workforce.  
 
3. The survey 
 
Before moving on, it is necessary to mention that the field of the empirical analysis on the impacts of the FDI 
in the CEECs, and particularly on Romania is less abundant. This is probably explained by the scarcity of the 
statistical sources relating to these countries; especially for Romania, the data relating to the FDI impacts were 
not always available. In order to overcome this barrier, we have used a survey based on a questionnaire.  
Our empirical research reached 62 French companies established in Romania. Some of the major French 
groups were part of the research sample. The effect of the French MNEs on the level of employment in Romania, 
will be analyzed according to different variables, such as: entering form, strategic orientations and size of the 
questioned companies. We have tried to understand several aspects related to the influence of the French 
affiliates on local employment, such as: net job creation by greenfield investments, employment reductions due to 
the reorganization, the impact of privatizations, and the evolution of the affiliate’ employment (increase or 
reduction) after their establishment. Within a prospective framework, we will be interested in the potential 
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destruction related to the future investment withdrawals, according to the investor’s assumptions relating to the 
future evolution of attractively factors of the Romanian economy. 
To check the impact of FDI on employment from the dynamic point of view, we questioned the management 
of the French enterprises on the creations and the destruction of jobs, since their installations in Romania. Beside 
the net employment creation, realized by greenfield investments, FDI had influenced the employment through a 
personalized Human Resource approach (hiring and lay-offs). In total, enterprises which had answered to our 
research, influenced positively the volume of employment : 67,7% of them state to have create jobs since their 
implantation in Romania, against 14,5% indicated a destruction of employment (cf. Table 1). Several 
observations carried out by the research indicate a positive impact of the French enterprises on employment in 
Romania. 
 
                                     Table 1. Variations of employment according to the FDI form  (%) 
 Total sample Greenfield Acquisition Privatization 
Employment creation 67,7 76,3 68,4 60,0 
Employment destruction 14,5 7,9 31,5 40,0 
Neither recruiting, nor lay-offs 9,7 2,6 - - 
Recruiting and lay-offs 8,1 13,2 - - 
Total 100,0 100,0 100,0 100,0 
Source: our survey 
 
The prevalence of the FDI carried out in the form of new investments (greenfields) may indicate us a positive 
impact. We had indeed underlined the influence of the implantation form on the FDI impact on employment: new 
investments having an impact higher than that of the FDI carried out in the form of acquisition. In effect, when 
the implantation form is taken into account, we realize that the acquisitions, in particular in the form of 
privatizations, are accompanied by important reductions of the number of employees, at least initially, with the 
aim of restructuring the ineffective, old and often oversize units. However, we have fund some exceptions, such 
as Alcatel, which was established in Romania by the acquisition of a state owned enterprise. In the case of 
Alcatel Romania the number of employees increased from 50 to 1000, due to their strategy for delocalising of 
manufacturing (our research). Our survey confirmed the hypothesis according to which the positive impact of 
greenfields on the local employment is more important than the impact of FDI carried out by acquisition. Since 
their implantation, 76,3% of the French greenfield enterprises declared that they created jobs against only 7,9% 
which destroyed some. These proportions are quite appreciably in the case of acquisitions, in particular when the 
acquisition results from a privatization. In this last case, the proportion of enterprises having proceeded to 
destruction of employment is about 40%. This result is related to the extent of the acquired companies’ 
reorganizations. In our opinion, destruction of employment representing may be explained by the reduction of the 
overstaffing units inherited from the preceding system, and also by the introduction of a new and more intensive 
capital technology.  
Contrary, in the case of greenfields, the proportion of enterprises from our survey having reduced their 
employment is less important and globally, their impact remains positive, since it is about destruction of part of 
the jobs created at the moment of their establishment. For a part of the questioned enterprises, the answers also 
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testify a certain flexibility in the human resources management, by recruiting and dismissals (8,1%). This 
flexibility of the affiliate indicates their level of adaptation to the economical situation. But, in the long run, the 
jobs creations is more important.  
Finally, the taking into account the size of the questioned enterprises indicates that the positive impact on 
employment is more important for these enterprises having more than 100 employees. This result confirms a 
relevant contribution of the French enterprises to Romanian employment creation during the analysed period.  
As we have already mentioned, the strategy of the foreign direct investor can also influence the evolution of 
employment. In order to analyse the role of the strategic orientation of MNCs, we retained the following criterion 
of classification:  
x the “market seeking” strategy relates to the enterprises which do not export at all or which exports a 
proportion lower than 25% of their production;    
x the “resources seeking” strategy gathers the enterprises which export between 60 and 100% of their 
production. 
The “resource seeking” strategy is characterised by a strong export intensity, with the result that the exporting 
affiliates are directly exposed to the international demand. Because of these characteristics, the affiliates which 
follow this strategy present an increased flexibility, which is expressed through important changes in terms of 
employment. While for the affiliates which follow a “market seeking” strategy, it is the local demand which 
influences the changes in terms of employment. The answers provided by our research confirm this reasoning (cf. 
table 2) : the proportion of enterprises having created jobs and following a “resource seeking” strategy (85,7%) is 
definitely higher than that observed for the total sample (67,7%). On the other hand this proportion decreases 
appreciably (62,5%) for the enterprises with a “market seeking” strategy.   
This result also goes in the direction of the observations that the enterprises pursuing a “resource seeking” 
strategy, turned towards exports, appeared in the most dynamic sectors, based on the low costs of labour: textile, 
clothing or sport articles. This is the sectors which recorded better performances on growth and on employment.  
 
Table 2. Variations of employment according to the FDI strategic orientations (%) 
 Total sample Market seeking strategy Resources seeking strategy 
Employment creation 67,7 62,5 85,7 
Employment destruction 14,5 18,7 - 
Neither recruiting, nor lay-offs 9,7 12,5 - 
Recruiting and lay-offs 8,1 6,3 14,3 
Total 100,0 100,0 100,0 
Source: our research. 
 
This configuration indicates a dynamics of job creation but, these creations refers to low or middle qualified 
level jobs. This may explain in a different way the observed quantitative impacts of such strategy. This difference 
can be understood through the level of qualifications of concerned employment. The affiliates from our sample, 
which follow the “market seeking” strategy, appear mostly in the reorganization sectors. They create less jobs, 
but more qualified. Contrary, the enterprises which follow a “resources seeking” strategy create more jobs, but 
relatively less qualified. We also found an indirect relation between the volume and the quality of the jobs created 
according to the strategic orientations of the investors. 
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Finally, this observation may lead us to question on the durability of the created jobs. The long-term 
intentions of the French investors can exert a quantitative impact on employment; it is about the possibility of 
investment withdrawal, if the local conditions (cost or demand) would change into Romania. We know that 
25,8% of the enterprises of our sample did not exclude the possibility of a delocalization.  The possibility of 
destruction of employment in corollary to a delocalization is relatively higher in the case of the affiliates which 
follow a “resources seeking” strategy, than in that case of those which pursue a “market seeking” strategy. The 
explanation is that advantages in terms of costs are geographically interchangeable, whereas the markets cannot 
be. We can admit that the foreign investors which plan to delocalize, are mostly those which follow a “resource 
seeking” category. But no, in our sample, three-quarters from the interrogated enterprises, which are planning to 
delocalize, followed a “market seeking” strategy. This distribution leads us to note that the potential impact of 
these last, on the volume of employment, is neutral. In this case, the potential negative impact on employment is 
far from being negligible, as much as less negligible than 75% of the enterprises which do not exclude the 
possibility of a delocalization, are greenfields. Once again we discover the role of high quality long term general 
conditions available in the host country. 
 
4. Conclusions 
 
The aim of this paper was to analyze the impact of MNCs on the host country employment. In order to realize 
an analysis for Romania, we conducted a survey on 62 French MNCs installed in Romania. To check the impact 
of the FDI on employment from the dynamic point of view, we questioned the management of the French MNCs 
on the creations and the destruction of jobs, since their arrived in Romania. In interpreting the results we used the 
implantation form: greenfield, acquisition or privatization, but also the MNC strategy: market seeking and 
resource seeking. In this way we were able to obtain more detailed and relevant results and regarding the 
analysed topic. In total, the enterprises which had answered to our research influenced positively the volume of 
employment.  
When the implantation form is taken into account, we realize that the acquisitions, in particular in the form of 
privatizations, are accompanied by important suppressions by personnel, at least initially, with the aim of 
restructuring the ineffective, old and often oversize units. Our survey shows that more than three-quarters of the 
French greenfield enterprises declared that they created jobs against only 7,9% which removed some. These 
proportions are appreciably various in the case of acquisitions, in particular when the acquisition results from a 
privatization. In this last case, the proportion of enterprises having proceeded to destruction of employment is 
about 40%. This result is in all probabilities related to the extent of the reorganizations; destruction of 
employment representing may be explained by the reduction of the overstaffing units inherited from the 
preceding system, but also by the introduction of a new and more intensive capital technology. 
When the MNC strategy is taken into account, we found that the proportion of enterprises having created jobs 
and following a “resource seeking” strategy is definitely higher than that observed for the total sample. On the 
other hand, this proportion decreases appreciably for the enterprises with a ”market seeking” strategy. This result 
also goes in the direction of the observations that the enterprises pursuing a “resource seeking” strategy, turned 
towards exports, appear in the most dynamic sectors, based on the low costs of labour. A qualitative indication is 
now needed: French enterprises from our sample, which followed the “market seeking” strategy, appear, mostly 
in the sectors where reorganizing took place. They created fewer jobs, however more qualified. On the contrary, 
French enterprises which followed a “resources seeking” strategy, created more jobs, but relatively less qualified. 
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We also found an indirect relation between the volume of jobs and the quality of the jobs created according to the 
strategic orientations of the investors. 
The analysis of the FDI impact on Romanian employment proves to be a complex task, because of the 
interference of other factors in the evolution of this variable. First of all, the extent of the reorganization 
scrambles the analysis, because it is impossible to distinguish between the destruction of employment related to 
reorganization generated by the political regime change and those generated by the FDI presence. Both processes 
happened quite simultaneously starting with 1990. Then, the impact of the FDI on employment is influenced by 
the headquarter’s chosen strategy and by the advantages of localization offered by the receiving economy. Thus, 
the created job is more important and more durable when the investor is attracted by the domestic market, 
therefore when it follows a “market seeking” strategy. If FDI was motivated by the access to cheap resources, 
like an abundant workforce (“resource-seeking”), the impact will be less long, because these resources would 
diminish in time. 
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